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motives, they are none the less to be reckoned with by the
economist.

Finally, the law may prevent the free migration of capital.
Under the American state bank laws, for instance, there was
very generally a provision that banks could invest their
deposits only in certain specified state securities or mort-
gages. The large demand for state mortgages in such cases
may have contributed toward lowering the usual interest
allowed on the mortgage, and may thus have prevented the
whole of the burden of the tax from being shifted to the
borrower.

While, therefore, it may be laid down as a general rule that
a tax on loanable capital will be shifted from the creditor to
the debtor, the conditions which interfere with the absolutely
free mobility of capital may be sufficiently strong to prevent
this transference of the tax from becoming entirely complete.
The application of this principle to the great question of
taxation of mortgages in the United States is obvious.

3.   The Incidence of a Capital Tax as between Producer and

Consumer

This is practically the same as a tax_on profits. The
investor of "capital in a producHv^eTndustry does not make
any but an arbitrary distinction between his interest and his
profits on the investment. The rate of interest is fixed by
the relative amount of loanable capital, that is, it is a matter
of adjustment between borrower and lender. But as soon as
it becomes a question of adding the tax to the price of the
goods the problem is the same as that of the tax on profits.
This topic is of sufficient importance to demand a separate
chapter.